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D. Ghernomordik

A nev schedule of freight rates went into effect in January 1949 replasing
that which had beer in force for the past 10 years, April 1939 - January 1949.
The new rates are designed to cover railroad expensee on & wyetem-wide basis and
to provide certain profit accumulations. Formerly, the majority of large-tonnagc
freight rates for initial dlstances, f.e., 50 - 150 kilometers, were considerably
lower tkan actual cost of shippirng. .

In the nav schedule, all “reight rates pe. kilometer~ton for suck short
distances are equal to the shipping cost. The only sxceptions are coal and ore,
for whick the initial rates have bsen fixed a little below the cost level,
although the tremd of the reform wae definitely toward narrowing the gap be-
tveen rate and shipping cost. For distances of over 1,000 kilometers tue new
rates oorregpond to the shipping cost. For hauls exceeding 2,000 kilomsters,
the rate 1s higner than the cost. The new »igher rates for short distances
will mot discowrage development of local industries, since the rates on longer
distances are fired at cost,

.

The nev initial rates are ‘he same, or very only & little for most fruight,
the cbhargs being independent of the value of the consigoments. Thus, the same
initisl rate is set for freigut of such diversc price end "paying capacity” ac
grain, btrick, peat, snlt, beets, °nd others. Exceptions to this are petroleum
and other produsts vhose shipping conditions are completely different, and conse-
quently have different costs for the initial shipping operations. The rate fcr
sugar has not been changed, although sugar price and "paying capacity" is many
times Ligher than that of most nther freight. The nev ratea for three categor.es
of freight: (1) orude irom end steel, (2) rolled iron and steel, and (3) rails,
are the same, since the shipping conditions for all three are the seme. The old
rates were diverde, thelr correlation dbeing &s followe:
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Kilometers

G 150 30 L300

Cyrude iron and steel 100 100 100 130 100
Rgilé 136 155 178 180 137
Rolled iron and steel 160 183 211 213 160

. The new aqual rates were set in apine o1 the fact that the difference in
the pooducts' prices was in some cases more tham 100 percent. Formerly, there
wag a considerable raduction in rates fur long distances which did not ful®y
sorrespond to the opsrating cost difference. This reduction has now been 6.imi-
nated .

) ‘The price structure in tramsportation is unigue and more complicated thaen
that. of other brenches of industry, but it ia subJect to the common laws of
development of sociallst econmomics.

. .....'The shipping of eash of the numerous kinds of freight represents & special
‘type of production. Shippirg of freight of the same kind for various dlstances
../alsp.represents dic.inct. types of production, Therefore, it is perfectly
‘/natural that,.in the. correiation ‘betweén the cost of railroad production as a
‘Whole  and:the total coet .of shipping, the rates and the cost of individusl
types of shipping’ cannot coinclde.

Reilvay. transport differs from other branches im thet the individual types
of shupying “epresenting individual types of production sre not accomplished by
separate, ‘sclated enterprises, as in other branches of industry, but by one and
the same Industrial apparatus. Therefore, it ls possible to speak about each of
the separate types of production of the entire railroad system &s a single enter-
prise, even though each rallroed system emerges s an independent entity and
self-supporting unit.

Whatever individual deviations of rates from cost there ray be, the rost
of shipping is the basis for the 8Soviet railroed rates as & vhole. Today thir
i8 gemerally aoknowlefged among Soviet econcmists. Nevertheless, certain authors
deviate fioa this position and proceed alcng other principles derived from bour-
geois economics. Two of these authors are Professor M. Protod'yakonov and V.
Zombart . '

In Boviet economics, reces lose their exclusive character and ropresent
only one of the verletiee of plamned prices.

One of the charamcteristics of railroad transport, determining the system
of railroad rates, is the multiplicity of types of production. In passenger
conveyanc~ alone there are 14 diiferent types of transportatior (in hard-seated
cars and in soft-seated cars, in passenger, fast and express trains, with &
reserved seat and withaut a reservad seat, etc.), and in each of these types
ars 162 trip-distanze zones. There 1s & total of 2,268 types of production in
passenger traffic. At first glance, the distance of the trip seems to be
only a quantity of treamsport production, but aciually there is also variety In
the quality of vonveyance. For exampls, the tri, from Moscow to Bryansk, 383
‘ilometers, h"s a nompletely different cost for its value than the 'rip from
Mcscow to Asikhaoaed, 1,63k kilometers.

Tkere are even more varied types of transport in freight traffic. Even
after tue oclassifiocation of hundreds of Ajftevent kinds of freight, the 1939 -
1948 nomenclature distinguished ;| categoriss cf freight each of wkose trens-
porting had to be eplit up Ly groups o. mwuuities and dy zones (according
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to the new flow sheets thems are 125 of such zo-nea), with specisl rates for each
some. There is & minimum of approximately 9,000 different kinds of freight trens-
port. In addition to this, hauling is differentiated by type of tare, handling,
dogres of necessary protection from damage, and type of parcel.

. The cost.of shipping enters into and becomes & very large part of the cost of
production of every branch of induetry. Conveysnce of pig iron %e 1ts place of
conswaption erounts to 15 percent of 1ts cost 1o the caneumer. However, when the
expeonses. of shipping ore, coal, and other materiales required 1n pig-iron sbelting
are added, the proportion of transport expenses in the production cost of pig
irch Teaches LO percent.

_ Coneequently, the deviation of rates froam cost of shipping for certain
frélght can ‘sharply increase the production costs of products for which transe-
port outlays are great.

‘Therefore, we must reject the principle of paying capacity. The cost of
the produci belng shipped cannot be dieregarded. The correlation betwesn shipping
chargs and  cost of the- product being shipped serves as & guiding line for the
. ¥nown ranges: ¢f rate devistion from aklpping cost. Extreme deviations would dla-
L pupt the systematic application of the principle of cost in all branches of industry.
o . Therefore; ‘canacious use .of ‘the principle. of cost and 4e mochanisi of price devia- ‘
7. blom from the cost demends ‘calculation of the shipping voat and ite role as a Pactor %
of :price évructure in ilie cost of the products beig ehipped. :

This calculation of the correlation betveen shipping cost ard cost of the froight
does not dencte use of the principle of paying capacity, since rates are not assessed
on freight with maximum profit for transport, dbut, on the contrary, with limitation
of the possible deviations of rates. :

The role of rates as instruments of the econcmic policy of the Soviet State
oun be reduced to tiuree functions: (1) instruments of profit redistribution; (2) in-
gtrueents effecting production distribution; apd (3) instruments effecting change
in the price level of producte.

Rates as instruments of profit redistribution are important only ir excepticnal
cases. An example of this 1s reduced rates for seascn passes in suburban passenger
transportation. The average rate. for such a ticket is one twelfth of the avsrage
rate in local tramoportation., Th- main reason for thie 18 the necessity for reducing
traneportaiion expenses for workers living out of the city. Workers living 20 - 30
KXilomsters from the enterprises would have to gpend. 3¢ - 50 percent of their budget
on daily fare if tie Soviet State had not tixed retes lower than the eoBt,

Rates a8 instruments for stimulating distribution of productive resources are
very important. Their role is to reduce long-distence shipping, eliminate irratiomal
shipping, develorp the integrated economy of the republic, k.ays, and cblasts, and
develop loca! shipping. However, in effecting this raticnalization there is no need
to depart from the primciple of equaiizing rates and snipping costs. Yor examyle,
the difference in charge for transport of a ton of ccal 100 kilomsters and 1,500
Xilometers is 20 rubles, 6k Xopecke. With tae elimination of reduced rates, tripliing
cf short-distance rates, and doubling of long-distance rates, this same difference
in the advantage of local coal vouid bde 38 rubles, 44 konecks. Thus, canc~llatior of
reduced rates and approtimation of rctes to shipping cust does not contradict the
principle of stimulating development. of loca). industry.

Cancellation of reduced rates for ghort-distance ohipping has another advantage.
Tt promotes development of local motor transport for the shortest distances (10 - 20
Kilomters). In October 1946 and July 1947, motor transport haulsd 500,000 tons
per month for distanc.e up to 10 kilometers, end in those same months hauled
1,100,000 - 1,300,000 tons for distances of 10 - 20 kilometsrs. Conveyance by movor
transport is economically and completely rationmal.
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. Gertain-reduced freight ratca are beiryg retained for development and

E2% cvubtheuu.g of new enterprissg, v, exampls, raduced rate for coal Irom a

’ newly opened Tisld .

¥

) Rates ag & Tactor in the price structurs play an important role:for many
“ yped of freight. The Boviet Sta*e is carrying out a pullcy of methodical

E “reduction of prices- therefore, it fixes Fates lower  than.cost for those
RRESE proﬂunts for Which incrassed rates would zinuge a sharp expanse and price
! ":incraaae in the 'branches uging-the prodiicts as materials,

A ca.lculation of shipping coete shows tnat the cosét cha.ngaa with the

: diatance of the run in: the .’(‘ollowix.g vway (the cost per kilometer ton on & run

v of 200 kilometere equa.ls 100:

Run’ Digten
()

.50

100
209
300!

68

A 2500 1 ¢

1,009
1500
~2,000

C 300
15,000
7,000

0f course, these dynamics vary for different types of freight, transport,
and different years., Nevertheless, this table is sufficiently representative

Shipping Cost

203
133
190
88
76
68
€2

61

q9

85

57

to show the conformity beiween rates and shipping cost,

Bates have been fixed even higher than cost Tor exceuively long distances
in the interests of stimulating locel production and exerting economic pressurc
on wnnecessary loug-distance shipping. Rate on a run of 200 kilometers equals

1002
Distance
(x»)
193 1539
50 10 156
100 100 « 120
200 107 g 100
300 56 92
500 87 89
1,000 12 83
1,500 62 2
2,000 57 22

Iron and Steel (crude)

1049

93

100
100
100
96
89
8h
83
82

Iron Ore
1939 1949
143 256
112 152
102 170
26 52
50 67
96 (s
104 75
110 85

Tho comparison of the rate syatea of 1931, 1939, and 1549 shows the

approximation of rates to oost anu the rejectioun of rwduced ~6t28 in camparison

with cost for long distanvea.

The oorrelation between reilroad and vater rates is very important.
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rational utilization of all types of trausport the soclalist state links the
systom of railroad and water rates to stimulate shipping of the river fleet. -

" Sanitized Copy Approved for Release 2011/07/18 : CIA-RDP80-00809A000600230713-5

. —‘;1

50X1-HUM!




CONFIDENTIAL I 50X1-HUME

Stipping of many types of freight 1s cheaper by river than by rallroad, but
the, configuration of vailroad and water routes. and other circumstances in ihe
I standerd systemof rates, ln sowe: cases places the railroads {n a more favorable -
" posit ion:  Therefory, sometimes hilgher railroad rates are necess&ry during the o
EU navigation: seaaon 80 that river shipping does not cost ehippers more than rail-
Lt ro-ad shipplng

s e !L'here was’ an: important spocial rate No 1 for shipping Kuznetsk coal €0 Maghi-
L L .+ “togorsk and other staticns of the South Ural Railrosd -System. According to this,
SREe ST the yete perskilcmeter-ton was congiderably lower than the avertge coal shipping
.cogt.. - However, cost of shipping on the Oms. Railroad, on which EKngnetek coal
- . 1e:shipped for.a large part of 1its run, was also considerably lmwr than the !
Saverage system cost. 'Therefore, the difference between the special rete on Kuznetsk g
“coal ahd the shipping cost was not extremely great. This difference will be
further reducad: by the ‘rates being put into eifect in 1949. The object of such
‘s deorsass in advantages of 'Ural and 'Kuznetek shlpping is to stimulate utilization
‘of Gornaye Sporaye cre at the Kuznetsk Metanurgical Plent, local Ural coking
coal and Karag.nda coa.l at_‘the mgnitogorak Plant. ) o

L Many Bavd.ot ooononiau prefer ‘Yo' speak &bcut the net. cost instuad of the
coat of shippimg as the basis of, rates. On the whole:, & profitable rate must
- correspond to the cost. and not the nat ‘cost; or in other vords 1t must include &
L ogrtaln amount of u.oomulation.

R - In comotim vith thin 1s ‘the' fact that cost consmtly chenges. - The .cost .
. f ot produetion s not: that of the past period; but the cost undey new, changsd
st conditions, The cost of production estually means the' cost of Feprotuction.
- In transport, as in Soviet industry, the cost of reproduction ies very important
in fixing rates for scme years to come.

Produstivity of labor in rallway transport will have become more than 1.5 timse
gmater during the pesriod 1946-1950, and the cost per kilometer-ton will have
buen reduced 18 percent. Under these conditions rates cannot be fixed in complete
accordance with the actual 1948 cost. The prospective reduction of transport
. expenses or, that is, the cost of reproduction nust be taken into considerat . on.
Therefore, all rates can be fixed on a level with the present net cost or even a : s
1ittle iower. In 2 - 3 years, the further net cost rcduction will have pade BRI d
up the difference between rates and net cost, and vwill make possible the necessary
acoumulation. Rates based on the cost of reproduction etimulate the drlve for
- saipping cost reduction.
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